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§682.505 Insurance premium.

(a) General. The Secretary charges
the lender an insurance premium for
each Federal GSL Program loan that is
guaranteed, except that no insurance
premium is charged on a Federal Con-
solidation loan, or on a Federal SLS or
Federal PLUS 1loan made under
§682.209(f).

(b) Rate. The rate of the insurance
premium is one-fourth of one percent
per year of the loan principal, exclud-
ing interest or other charges that may
have been added to the principal.

(c) FISL loans—insurance premium cal-
culation. (1) The insurance premium for
FISL loans is calculated by—

(i) Counting the number of months
beginning with the month following
the month in which each disbursement
on the loan is to be made and ending 12
months after the borrower’s antici-
pated graduation from the school for
attendance at which the loan is sought;

(ii) Dividing one-fourth of one per-
cent of the principal amount of the
loan by 12; and

(iii) Multiplying the result obtained
in paragraph (c¢)(1)(i) of this section by
that obtained in paragraph (c)(1)(ii) of
this section.

(2) If the lender disburses the loan in
multiple installments, the insurance
premium is calculated for each dis-
bursement from the month following
the month that the disbursement is
made.

(d) Federal PLUS and SLS Loans—in-
surance premium calculation. The insur-
ance premium for a Federal PLUS or
SLS loan is calculated by—

(1) Using the projected repayment pe-
riod as a base;

(2) Amortizing the loan in equal
monthly installments over the repay-
ment period;

(3) Determining one-fourth of one
percent of each monthly declining
principal balance; and

(4) Computing the total of monthly
amounts calculated under paragraph
(d)(3) of this section.

(e) Collection from lenders. (1) The Sec-
retary may bill the lender for the in-
surance premium or may require the
lender to pay the insurance premium
to the Secretary at the time of dis-
bursement of the loan. At the Sec-
retary’s discretion, the Secretary may
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alternatively collect the insurance pre-
mium by offsetting it against amounts
payable by the Secretary to the lender.

(2) The Secretary’s guarantee on a
loan ceases to be effective if the lender
fails to pay the insurance premium
within 60 days of the date payment is
due. However, the Secretary may ex-
cuse late payment of an insurance pre-
mium and reinstate the guarantee cov-
erage on a loan if the Secretary is sat-
isfied that at the time the premium is
paid—

(i) The loan is not in default and the
borrower is not delinquent in making
installment payments; or

(ii) The loan is in default, or the bor-
rower is delinquent, under cir-
cumstances where the borrower has en-
tered the repayment period without
the lender’s knowledge.

(f) Collection from borrowers. The lend-
er may pass along the cost of the insur-
ance premium to the borrower. If it
does so, the insurance premium must
be deducted from each disbursement of
the loan in an amount proportionate to
that disbursement’s contribution to
the premium amount.

(g) Refund provisions. The insurance
premium is not refundable by the Sec-
retary and need not be refunded by the
lender to the borrower, even if the bor-
rower prepays, defaults, dies, becomes
totally and permanently disabled, or
files a petition in bankruptcy.

(Authority: 20 U.S.C. 1077, 1078-1, 1078-2, 1078—
3, 1079, 1082)

[67 FR 60323, Dec. 18, 1992, as amended at 64
FR 18981, Apr. 16, 1999; 68 FR 75429, Dec. 31,
2003]

§682.506 Limitations on
loan amounts.

maximum

(a) The Secretary does not guarantee
a FISL, Federal SLS, or Federal PLUS
loan in an amount that would—

(1) Result in an annual loan amount
in excess of the student’s estimated
cost of attendance for the period of en-
rollment for which the loan is intended
less—

(i) The student’s estimated financial
assistance; and

(ii) The student’s expected family
contribution for that period, in the
case of a FISL loan; or
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